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COMMISS ON MEETING
THURSDAY, JUNE 14, 2001
MINUTES

Chair McLaughlin called the meeting to order at 1:30 p.m., at Maple Hall in LaConner. Chair McL aughlinintroduced the
following attendees noting that Commissioner Parker was expected to arrive later. She also pointed out that the ex officio
members were not present because the special session of the Legislature was still in session.

MEMBERSPRESENT: COMMISSONER LI1Z McLAUGHLIN, CHAIR;
COMMISSIONER CURTISLUDWIG,;
COMMISS ONER MARSHALL FORREST;
COMMISSIONER ALAN PARKER; (arrived at 1:45 p.m.)

OTHERSPRESENT: BEN BISHOP, Director;
ED FLEISHER, Deputy Director, Policy & Government Affairs;
ROBERT BERG, Deputy Director, Oper ations;
CALLY CASSHEALY, Assistant Director, Field Operations,
DERRY FRIES, Assistant Director, Licensing Operations;
AMY PATJENS, Manager, Communications & Legal Dept.;
JERRY ACKERMAN, Assistant Attorney General,
SHIRLEY CORBETT, Executive Assigtant

1. REVIEW OF AGENDA:

Amy Patjens, Manager, Communications & Lega Department, noted the following changesto Thursday's agenda. Item

#5, Christo's House-Banked Card Room was placed on the agendain error and was removed. A rule up for final action
relates to Electronic Facsimiles of Cards and Ms. Patjens noted an alternative rule was drafted and copies made
available. The staff report scheduled for Friday by Deputy Director Berg regarding the basic law enforcement training
for special agents was rescheduled to be addressed before Item 9 - Other Business on Thursday. The remainder of
Friday’ s agenda would stand as presented.

Ms. Patjens then asked that Item L under the card room rules in the section dealing with Phase || Wagering Limits

(WAC 230-40-803) be held over until the July meeting. Staff found additional language that ought to be added while the

ruleisontheagenda. The card room rules aswell asthe promotional rules are up for final action. Two rules up for
discussion relate to petitions filed dealing with decreasing the fees for limited fund raising events. One was discussed
last month and another similar petition was recently received. Ms. Patjens affirmed the Commissioners may either
accept, file an alternative which staff will be proposing, or deny the petition.

2. NEW LICENSES CHANGES AND TRIBAL CERTIFICATIONS

Commissioner Forrest made a motion seconded by Commissioner L udwig to approve the new licenses, changes and

tribal certificationslisted on pages 1 through 20 of the agenda packet under License Approvals. Vote taken; the motion

carried with three aye votes.

3. MANUFACTURER REVIEW:
Tech Art Manufacturing, LasVegas, Nevada:
Monty Harmon, Program Manager, Financial Investigations Unit, reported this organization applied for aClass B

manufacturing license to continue to market their MAX Time card reading device in the state of Washington. They wish

to market their card reading device to the licensed card rooms and Class |11 facilities. The corporate headquartersis
located in LasVegas, Nevada. Tech Art wasincorporated in 1992 and is an abbreviation for Technology by Artie.
Arthur Miller invented the MAXTime card reading device. With the help of Howard Miller, his cousin, they
incorporated Tech Art and began to sell and lease the product. They are primarily involved in leasing and selling the
card reader, but recently began marketing a patented card game in afew jurisdictions. The company holds gambling
licensesin several jurisdictions.
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Mr. Harmon noted State and Canadian provincial jurisdictions were contacted to verify the applicant’ slicenses arein
good standing. In addition, aselection of tribal jurisdictions were contacted and there were no problemsindicated. On
February 27, 2001, commission staff visited Tech Art’s headquartersin Las Vegas. The agents conducted athorough
review of the company’ s financial records, articles of incorporation, board meeting minutes, contracts and agreements.
The procedures performed included interviews of employees and an analysis of the corporate records to determine
whether there were any undisclosed entities having influence over the applicant. None were noted. During staff's visit,
they toured the plant facility and interviewed personnel at various levels of the organization to verify their source of
operating funds, the representations that were made in the application packet, and to determine compliance with
Commission rules applicable to a manufacturer in Washington State. No information was noted that would preclude the
applicant from licensure in Washington. Mr. Harmon announced that based on the review of the application and
financial documents, no items were noted that would preclude Tech Art Manufacturing from qualifying for agambling
manufacturer license in Washington State. Based on this investigation, staff recommends licensure of Tech Art
Manufacturing, Inc., asaClass B Manufacturer.

Arthur Miller wasintroduced. Chair McL aughlin asked him to explain what his machine does. Mr. Miller explained
that it lets the dealer know if he has a Blackjack without the benefit of any other information. 1t needs no maintenance
because every year he sends the casinos a whole new product and they send him the old ones. Commissioner Ludwig
asked if thisisthelittle device that players slide their card into and it lights up red or green. Mr. Miller said his machine
does not do that -- it'sa prism, amachine that physically showsthe dealer if he has a Blackjack. Commissioner Ludwig
asked if the device was being used inthisjurisdiction. Mr. Miller affirmed it is being used in the state of Nevada and
many others locations where they are not required to be licensed. (Alan Parker arrived at 1:45 p.m.)

Commissioner L udwig made a motion seconded by Commissioner Forrest to approve licensure of Tech Art
Manufacturing, Inc., asa Class B Manufacturer. Vote taken; motion passed with four aye votes.

4. GROUPIV QUALIFICATION REVIEWS
Residence East, Bellevue:
Monty Harmon, Program Manager, Financial Investigations Unit, reported this organization was formed in 1973. Their
mission isto assist developmentally disabled adults with learning skills so they may enjoy independent lives. Licensed
since 1994, the organization has 25 active members. A board of eight members, four of whom are officers, governs
them. During thefiscal year ended June 30, 2000, the organization provided training and residential servicesto
developmentally disabled adults through in-home support and the operation of adult group homes. The organization
currently has four program sites and supports 24 individuals with full-timein-home care. In reviewing the fiscal year
performance for the year ending June 30, 2000, the organization did not meet its required combined net return percentage
of 5 percent under the moratorium. They had a 3.7 percent net return and did meet program service requirements, and
did not have excessive reserves. At present, there are no pending administrative charges against the organization. Staff
recommends that Residence East be approved as an educational organization and be authorized to conduct gambling
activitiesin the state of Washington.

Commissioner Forrest asked if the organization would bein compliance when the new rules become effective. Mr.
Harmon responded that the organization came under the new requirement starting in April and that agency has not yet
received a quarterly activity report, so that analysis has not been performed. Mr. Eric Portnoff, Executive Director of
Residence East wasintroduced and in turn he introduced Rodney Hall, the Bingo manager. Chair M cLaughlin asked
how they hoped to continue operating with a deficit of $61,000. Mr. Portnoff explained they are expecting to have
some significant improvementsin their Bingo operation. Some of the difficulties over the last couple of years had to do
with changesin the administrative staff. There have been several executive directors and several finance directors.
Many of the difficulties the agency has faced had to do with an inconsistency in administration and not enough
consistent management and oversight. Thereisanew team in place, with anew finance director and the new teamis
putting alot of effort into getting control of the operations. The team anticipates significant improvementsin
performance. Mr. Rodney Hall, Bingo Manager, advised that he was looking into relocating the premisesto aless
Bingo-popul ated area because the area was being cleared for redevel opment--negotiations are underway. Mr. Portnoff
believed that if they weren’t able to turn around the performance of the Bingo business, they would close down the
Bingo business within ayear or so. However, the board didn’t want to look at closing the operation until they could
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ascertain the val ue of the business and whether under appropriate management by the corporate office, it could still be an
asset to the organization. Chair McLaughlin asked if there had been a misappropriation of funds. Mr. Portnoff
explained there had been poor accounting - that some of the expenses recorded were actually expenses from prior periods
that hadn’t been included. The new controller is going through the records and trying to make sense out of the
accounting.

Commissioner Forrest noted there have been many charitable nonprofit corporations that have been providing services
that in many states the state would, should, or could provide. However, because of the development in the overall
gambling industry, the primary people who are suffering are those who in effect are doing the greatest service for the
state. He wished Residence East well, and congratulated them on the work they do for the people who would otherwise
not get the attention.

Commissioner L udwig made a motion seconded by Commissioner Forrest to approve Residence East in Bellevue as a
charitable organization and that they be authorized to conduct gambling activities in the state of Washington. Vote

taken; motion passed with four aye votes.

American Veterans Post #1:

Monty Harmon, Program Manager, reported this organization was formed in 1947. Their mission isto encourage
fellowship among the veterans and to keep the public forever reminded that veterans fought or served to preserve peace.
Licensed since 1974, the organization has 1,664 active members. They have seven board members who conducted 12
meetings during the last fiscal year. During the year 2000, the organization provided numerous program services to 622
veterans as well asto the community. Programs included participation in the Department of Veteran Affairs VVolunteer
Services assisting hospitalized veterans, the Special Olympics, Americanism programs, ROTC awards, scouting, blood
and organ donor programs and several others, including providing advice to veterans and their dependents.

During the fiscal year ending December 31, 2000, the organization met its combined net return percentage of 12 percent
for its Class JBingo license. They achieved a 13.6 percent net return. The organization met its program service
reguirements and did not have excessive reserves. At present there are no pending administrative charges against the
organization. Staff recommends that American Veterans Post #1 be approved as afraternal organization and be
authorized to conduct gambling activitiesin the state of Washington.

Ms. Karla Johnson, bookkeeper for the organization, wasintroduced. Chair M cL aughlin asked how she explained
keeping income up from the previous year. Ms. Johnson wasn't sure because their crowds have been down. She
explained the Bingo manager made some changes and lowered some of the prizes. Commissioner Ludwig noted they
had been consistent over the last two years, so it appears their plans are working and keeping them profitable and
meeting their net return requirements.

Commissioner L udwig made amotion seconded by Commissioner Forrest to approve the American Veterans Post #1,
located in Tacoma as afraternal organization and that they be authorized to conduct gambling activities in the state of
Washington. Vote taken; motion passed with four aye votes.

5. HOUSEBANKED CARD ROOM:
Christo's, Bellingham: Removed from the agenda.

6. Phasell Review:
Freddie'sClub, Fife:
Cally CassHealy, Assistant Director, introduced Supervisory Special Agent Sonja Dolson, who reported that Freddie's
Club isacommercial restaurant, lounge and card room owned by Lakeside Casino, LLC, owned by Eugene Mudarri
with 63.25 percent of the member shares and George Downing with 36.75 percent of the member shares. The owners do
not hold an interest in any other card rooms. They began conducting house-banked activities on November16, 2000 and
are currently operating 15 house-banked tables, including five Blackjack, two Spanish 21, two Fortune Pai Gow Poker,
one Wild Aruba Stud, two Progressive Blackjack, one Let It Ride, and two Three-Card Poker.

Ms. Dolson reported that staff conducted a comprehensive investigation including areview and observation of key
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operating departments. The review team compared actual operating procedures to those documented in the card room
rules. Thelicensee’ swritten internal controls were also compared to the card room rules to ensure compliance and
consistency. Thereview of operating procedures was conducted for the five key operating departments. A review was
conducted of the organization’s gaming and organizational records to ensure record-keeping compliance, and that no
hidden ownership or unreported third party financing existed. The city of Fife was contacted to verify the licenseeis
current on all gambling taxes and the Fife Police Department was contacted to verify there have been no adverse impacts
on the community. All violations noted during the review were verified as corrected during the follow-up inspections
and staff recommends that Freddie’ s Club of Fife be approved for Phase || Wagering Limits.

Mr. Eugene“ Chip” Mudarri, was introduced and reported that it had been arough road the first six months, but that
he expected it to be that way. The business has been growing steadily since the beginning of the year and they are very
happy with the business.

Commissioner Forrest made a motion seconded by Commissioner L udwig to approve Freddie's Club of Fifeto
operate at Phase |1 wagering limits. Vote taken; motion passed with four aye votes.

7. Presentation of Final Aareed Order on Remand from Superior Court:
Non-Stop, Inc., d/b/a/ Non-Stop Bar & Grill, Tukwila:
Jerry Ackerman, Attorney General’ s Office, Counsel to the Gambling Commission, explained that hisroleisasa
counselor to the Commission and he is not speaking for or against the Commission’ staking astand. He said Mr. Gorrell
of the Attorney General’ s Office, who was representing staff in this matter and the counsel for Non Stop had
memorialized an Agreed Order to be presented to the Commission at this meeting and that both parties are asking that
the Commission enter the Agreed Order contained in the agenda packet. The packet contained Judge Cody’s
memorandum opinion indicating her reasons for remanding this to the Commission as well as the Order on Remand that
was prepared by the parties for Judge Cody’ s signature. Mr. Ackerman clarified that it is not hisrole to speak for or
against the Order. The parties are asking the Commission to consider the Agreed Order at thistime. Should the
Commissionersfeel that the record before them isinadequate or if they have questions about the propriety or the
desirability of entering this Order, then staff and the appellant in this matter would ask that it be set over to the next
meeting and they would appear to present the reasons for the settlement being proposed.

Commissioner Ludwig affirmed that he read the Memorandum Opinion and Order on Remand and hisinterpretation is
that the Agreed Order is consistent with the Opinion and Order of Remand. Commissioner Ludwig believed the
Commission should enter the Agreed Order.

Commissioner Forrest commented that there was nothing in Judge Cody’ s opinion that gave any basis for saying the
Commission had abused its discretion. Normally, there is a strong presumption that the courtswill defer to the exercise
of discretion by an agency. He noted that Judge Cody had no legal qualms and that she accepted all the findings.
Commissioner Forrest asked Mr. Ackerman and Ms. Patjensif they knew what was going on because the letter didn’t
support the conclusion. Ms. Patjens responded that staff didn’t have much more than what isin the letter, she didn’t
believe the judge gave too much more beyond what they had already seen, however, staff could follow up with Mr.
Gorrell.

Chair McLaughlin said her understanding of the Agreed Order is that the card room license is taken but not the punch
board, and pull tab license. Mr. Ackerman affirmed. Director Bishop noted this was a summary suspension and that
he wasn't too sure they had been operating. Ms. Patjens agreed and didn’t recall a Stay. Director Bishop said his
understanding from a meeting, was that the Judge’ s point was that we couldn't take away their ability to operate punch
boards and pull tabs because they weren't operating this separate license in an incorrect manner. Director Bishop noted
that he personally disagrees with that opinion. However, when staff discussed this, they thought that the facts of this
case might not be the best one to take forward. Staff’s perspectiveisthat if you are not qualified—there’ s something that
taints the qualification—then that appliesto all licenses. Director Bishop believed that if someone refusesto follow the
rulesin one areathat should disqualify them from having alicensein any area. Herecalled that their attorney actually
said there was nothing wrong with that premise. Commissioner Forrest agreed the Commission’s premise should be
just as Director Bishop stated it—if alicensee had some egregious violation, it’s nonsense to think they would still be
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entitled to keep running a card room. Chair McL aughlin asked who has the last word. Commissioner Forrest said that
at the moment, the judge does. He supposed counsel was right; this particular case may not be worth it, but that it was a
terrible precedent from the Commission’ s viewpoint and he found it hard to defend hisfellow jurist’s decision.

Mr. Ackerman responded to Chair McLaughlin’s question, noting the matter is back before the Commission on an

Order of Remand, and before the Commission to take any action they choose to take consistent with the order remanding
to the Commission. Staff, through their counsel, and the appellant through their counsel, have proposed a settlement that
would structure the Commission’s decisionin the matter, if they choose to accept it, but, the Commission could choose
to impose any sanction they wished consistent with Judge Cody’ s opinion. That would then be subject to yet another
appeal by either party if they felt aggrieved by it, and the matter theoretically could be revisited in Superior Court. Mr.
Ackerman clarified that the Order proposed to the Commission is both sides’ view of an appropriate settlement given
what has taken placein Superior Court thusfar. Chair McLaughlin asked if he agreed with Commissioner Forrest that
thisis a precedent-setting decision. Mr. Ackerman said that it was not in the strict legal sense. The decision doesn’t
bind the Commission in future cases; it doesn’t bind any other judgein asimilar case. He understands Commissioner
Forrest’ s concern about the message some people may take from what has happened, and in that sense, thereisthe
danger of aprecedent, but itisnot alegal precedent; it won't bind the Commission in the future. Director Bishop
explained that in this case, staff thought that the facts probably weren’t worth fighting. Staff got afairly good settlement;
the forfeiture of the equipment and money, the licensee agreed to not apply for acard room license, they won’t have a
card room problem in the future, and they have had their punch board and pull tabs shut down for a substantial amount of
time. In other cases (Blackjack cases), the staff reached settlements with several of licensees very similar to this
agreement. After they’d had their license suspended, they went through the facts with the attorneys, and staff agreed to
give back the punch board and pull tab license if the licensee would agree to no future card room activity and forfeited

all the money.

Commissioner Forrest made a motion seconded by Commissioner L udwig to accept Counsel’ s recommendation and
approve the Agreed Order and dispose of the case. Vote taken; motion passed with four aye votes. Chair McLaughlin
called for arecess at 2:15 p.m. and recalled the meeting back to order at 2:30 p.m.

RULESUP FOR FINAL ACTION

8. Electronic Facsimiles of Cards:
WAC 230-40-010; WAC 230-40-070:
Amy Patjens, Manager, Communications and Legal Department, explained this system is called Digideal and thisisthe
fourth time the item has appeared on the agenda. She recalled that staff had asked that the rule be held over to this
month thinking the ex officio members of the Gambling Commission would be here, but they were unable to be present
due to the continuing Special Session of the Legislature. She addressed a memorandum from Deputy Director Fleisher,
to the ex officio members explaining the electronic card system and the rules that are before the Commission. She noted
ademonstration of this system was provided at the April meeting. Ms. Patjens briefly reviewed the rules and directed
the Commissioner's attention to lettersin the agenda packets from various | egislators as well as the Muckleshoot Tribe.

Ms. Patjens said Item A would need an amendment if the Commission decides to allow electronic card facsimiles.

Right now, all social card games are played with traditional decks of cards, which are basically paper or sometimes
plastic. Item 8(b) contains most of the changesto therule. The rule would allow the director to approve electronic card
facsimiles aslong as certain conditions were met, and this includes some testing by a gaming laboratory. She noted an
alternative to 8(b) had been drafted and distributed. Staff added language to make it clear that the director hasfinal
authority on whether the system meets the requirements, not the gaming lab. Staff also added language that this system
must be operated by card room personnel and it couldn’t be manufactured for play against the device.

Ms. Patjens said the interpretation of what "play against the device" means was asignificant issuein the Friendly
Lawsuit litigation. Although staff does not view this system as being like the Tribal Lottery System or like asystem
where play against the device would be allowed (which would beillegal), staff felt that they should make thisclear.
Staff has received various letters, one from the Muckleshoot Tribe, and concerns have been raised about this system.
Director Bishop's response is contained in the agenda packet. Staff also received three different letters from legislators.
Representative Bush urged caution on this matter. He thought that it could be perceived as a creep along the path of
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expanded gambling. Another letter was from Representative Conway and Representative Clements, who are the co-
chairs of the Commerce and Labor Committee where gambling billstypically are heard. They were apprehensive about
the adoption of these rules and requested that the Commission postpone adopting them. A letter was also received from
Representative Lantz, and she also expressed some concerns about the expansion of gambling. Therulesare up for final
action; however, based on the request, the Commission may choose to hold it over. Ms. Patjens affirmed that whether to
alow these electronic facsimiles of cardsisapolicy call by the Commission. Ed Fleisher reported that he had spoken
with ex officio member Representative Alex Wood, and he had also requested that thisitem be held over until next
month’s meeting when, it is hoped, the legislative memberswill be able to attend and more fully understand what the
issuesare. Chair McLaughlin called for comments.

Phil Talmadge reported that he represented Digideal, a Spokane firm. Heintroduced Mr. Larry Martin from that firm,
who was available to answer technical questions. He said Digideal appreciates the Commission’s consideration of these
rule changes and they have looked at the proposed change to the rule from the staff and concur withiit. It simply
confirmswhat was previously represented to the Commission about the nature of the requested change in the rules.
These rules merely update the Commission’ srulesto reflect the reality of an electronic representation of cards. When
the rules were originally written, everybody assumed that a card had to be on a piece of paper or on a piece of plastic of
some sort. Now cards can comein an electronic format. He pointed out that people who play computer card games
would naturally think about how cards could be produced in an electronic format -- that’ s all that this proposed set of
rules proposesto do. Mr. Talmadge believed it was well within the regulatory power of the Commission to define cards
any way the Commission chooses. He emphasized, thisis not an expansion of the types of gaming. The rule changes
from staff make that absolutely clear -- it's simply a mechanism for indicating that adealer can in fact use the electronic
representation of acard in lieu of apaper or plastic card. It'sacleaner game; there’ s no opportunity for someone to
mark or tear or to somehow palm acard.

Mr. Talmadge said the opportunities for player-dealer collusion diminish with the use of the electronic dealing process
and thereis certainly abetter record of what has transpired at the game and a greater speed of transaction at the game.
The rules authorizing this form of representation for cards are neutral. Thisisnot aset of rules designed to benefit
Digideal and Digideal only. Thisisaneutral regulatory description of what constitutes cards under Washington’s
gaming laws. Digideal, like any other manufacturer proposing to offer thistype of format for cards would have to prove
to the satisfaction of the Commission and the staff that they comply with all of the requirementsin RCW 9.46.070 that
have now been formulated, including laboratory testing to demonstrate that the system is safe and secure. Mr. Talmadge
urged the Commission to consider this series of rules and to adopt the changes as proposed -- they simply update usto
the reality of the fact that cards can comein electronic format as well asin aplastic or paper representational format.

The Commission has retained plenary authority through the staff to approve whether or not such a system is acceptable
to the Commission and meets all of the stringent criteriathat exist for such asystem. Mr. Talmadge addressed the
legislators' concerns, and affirmed there’ s been some suggestion that thisis the nose of the camel under the flap of the
tent. He believed that the Commission could rely on staff’ s representation that that is not the case—that in fact, itisa
very stringent set of regulations and is merely adefinition of what constitutes acard. It isnot a new type of gaming
device; it isnot anew type of game; it isaonly anew definition of what isacard. He believed the concerns that have
been expressed are apprehensions, but they’ re not based in the facts as the Commission understands them from the four
opportunities the Commission has had to look at this system and thisissue.

Commissioner Forrest said he was prepared to approve thisform of card, but as a matter of courtesy and prudence to
the ex officio members of the Commission and anyone else in the Legislature that’ s concerned, he would agree to
postpone thisissue for amonth. He asked if Digideal would be willing to have their machine available again at the July
Commission meeting and invite the members of the Legislature to watch ademonstration. Commissioner Forrest

thought it would be very difficult for anyone to see this machine operate and feel it is an expansion of gambling. He
hoped the Commission would share his view that as a matter of prudence and courtesy, that they ought to set this over a
month. Mr. Talmadge said Digideal would send individual lettersinviting Legislators to specifically view the machine -

- he believed that if they saw this machine operate, they would understand this is not aweigh station on the road to video
Poker, but simply an updating of the reality of what acardisin our state.

Commissioner Ludwig agreed with Commissioner Forrest and affirmed that after seeing the demonstration, he realized
this was just another way to deal the cardsin Blackjack or other table game. He believed thisiswithin the
Commission’srulemaking authority. He agreed that as Mr. Talmadge has suggested, it would just be defining cards for
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this purpose. Commissioner Ludwig indicated that if thiswas up for final action today, he would vote for it, however, as
acourtesy, it would be nice to have the ex officio members present. Hereiterated thisis not anew game; it doesn’t
change the limits; it doesn’t do anything in Blackjack except deal the cards out in a different method.

Commissioner Parker made a motion seconded by Commissioner Forr est to hold final action on the Electronic
Facsimile of Cards until the July Commission meeting, out of courtesy to legislators who have voiced concerns about the
impact they think approval of this system might have on gambling. Chair McL aughlin opened the meeting for public
testimony.

Brian Cladoosby, Chairman of Swinomish Indian Tribal Community, welcomed the Commissioners and spoke on

behalf of the Swinomish Tribe. He voiced his opposition to the proposed amendments to WA C 230-40-010 and WAC
230-40-070. The proposed amendments would be a substantial expansion of gaming for two reasons. First, they would
dramatically expand who can operate machine gaming in Washington. Currently, aswritten, only governmentsin
Washington can use Class |11 gambling devices. State government runsthe Lottery and tribal governments run the
Tribal Lottery System. The proposed amendment would allow private for profit card roomsto use for the first time what
isessentially aClass 111 machine utilizing arandom numb er generator. Second, the proposed amendment would expand
the type of machine gaming in Washington. He explained the Tribal Lottery System is patterned after the two basic
types of state lottery games—online lotto and scratch tickets. Neither of these two types of lottery games allows true
video Poker or video Blackjack because neither of the lottery games allows players a choice after the random number
generation to determine the game outcome. The proposed amendments would change that, and for the first time, would
allow electronic gaming in which player choices are made after the random number generation to determine the outcome
of the game. Thisraises security concerns not present with the Tribal Lottery System asitis played today. It would also
lead to demands by tribes that the types of games allowed on the Tribal Lottery System be expanded. Chairman
Cladoosby believed that it should be the State L egislature and the Governor to decide such amajor shift in gambling
policy and he urged the Commi ssion not to adopt the proposed amendments.

John McCoy, Director of Governmental Affairs, Tulalip Tribes, said histribe also opposesthisrule change for all the
reasons that Chairman Cladoosby just stated and also urged the Commission not to adopt the proposed amendments.

Douglas J. Boone, General Manager, Nisqually Red Wind Casino spoke on behalf of the Nisqually Tribe. The Tribe
also opposes the Electronic Facsimile of Cards proposed in WA C 230-40-010 and WAC 230-40-070 for the exact

reasons that M r. Cladoosby spoke about. He noted the attorney representing Digideal said thisisjust a different type of
card—that it isdigital rather than in a paper and/or plastic form. Thetribes are against the use of the random number
generator. It'snot alowed in any other type or form of gaming in the state of Washington. To use thistype of facility,
greatly expands gaming in the state of Washington, and the Tribe opposesit. Chair McLaughlin asked why thisis
different than adealer dealing out the cards. Mr. Boone replied that thisis different because the gaming is produced
electronically and it’ s the use of arandom number generator which isused in regular slot machinesthat are usedin Las
Vegas. It'sthevery thing that the state of Washington hasopposed, at least in the tribal settingsand it is now being
introduced with this game. He believed that thisisnot just acard that’s being displayed digitally; it’s actually changing
the face of gaming for the state of Washington.

Chair Ludwigthought aBlackjack dealer generates random playing cards. Mr. Boone affirmed the dealer does, but a
computer does not. That isthe technology that is behind current slot machinesin other jurisdictions-- it isthe use of a
random number generator making those selections. Allowing a computer to make that selection has been adamantly
opposed in this state.

Ray Accomando, Executive Director of the Tribal Gaming Commission for the Confederated Tribes of Chehalis,

advised that he has been activein the field of tribal gaming in the state of Washington since the first tribal compact was
implemented in 1992 for the Tulalip Tribe. The Chehalis Tribe a so opposes the changes to WA C 230-40-010 and WAC
230-40-070 because it permits the electronic facsimile of playing cards to be used. The Tribe feels that the definition
that’ s being presented istoo vague and will expand gaming. He drew a comparison between the Digideal system of
operation and the system of operation for the TLS. He addressed the player station and the type of devices that werein
place and affirmed there were interactions similar to the TLS currently in place. The only difference in the game that
would be allowed to use the digital representations of cardsis an interaction between the dealer and the player. Several
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options on the display screen are displayed to the player. Once the player initiates their involvement in the game, a
sensing device activates their participation in whether or not the video display is activated. The screen will show and deal
the cardsto the player and it will provide opportunities to make choices. The player would then make their hand signal
and the dealer would push the button on the video terminal in proxy for the player. The outcome on any of these games
is going to be determined by who has the better hand, or who gets 21—the house or the player. Because thisisan
electronic format, there is much similarity between this game and the TL S, and the Tribe views this as an electronic
means of gambling and an expansion of gambling. The determination for the payout to the customersis also being
presented by proxy instead of a coin-out dispenser, it's being made by the dealer. Once the gaming round is complete,
the dealer physically takes the money, will make his calculations and return money. Mr. Accomando expressed his
desire to be able to do the same thing with the tribal lottery devices— that arandom number generator be authorized and
to eliminate game sets.

Mr. Accomando noted that under the game play standardsof Digital 21, the cards are shuffled before and set in order
randomly, which is basically a subset similar to the TLS, but on asmaller scale. Under the game play standards of

Digital 21, playing cards are dispensed to the player LED screen, just asthe tribes are dispersed to the player terminal
located on atable layout directly in front of the player. The participation of the dealer in pressing the button is a proxy
function of the actions a player would do at a player terminal. They’re getting rid of the coin-in dispenser by having the
game be activated by a sensor -- they’ re doing payouts manually -- they’ re taking the money manually. Mr. Accomando
emphasi zed that there are so many similarities that the tribes see this as an expansion of the existing gaming. He
emphasized that the tribes want the same opportunities everyone el se has— they don’t want to see anyone else play on a
different field than the tribes, especially in light of the litigation involved to get to thispoint. The Chehalis Tribeis
against this amendment.

Mr. Accomando affirmed hisinitial observation of the intent of the electronic cardsis good, and that it is probably a
more secure method of dealing. There are technical concerns-- whether or not thetableis a player terminal versus a
standalone device. Additionally, the deviceis actually controlling the game, not the dealer -- al the dealer isdoing is
pressing a button to make a determination, it’s the device that’ s playing the game. Chairman Accomando clarified that
the tribe’ s objection isto the device. Commissioner Ludwig verifiedit'sall right to use an electronic device to read the
dealer’ s hand, but not to deal the cards. Mr. Boone responded that the tribes are not talking about the representation of
the cards -- they are talking about how they are delivered -- the random number generator delivery system. He affirmed
the tribes fully concede the point that the digital card would probably be safer than a paper or plastic one, but utilizing a
random number generator changes the face of gaming.

Ed Fleisher, Deputy Director clarified the issue of random number generators. He said virtually every type of game that
existsin the state has some element of arandom number generator—that’s what creates the element of chance, whether
it'saBingo blower, the shuffling of cardsin acard game, or therolling of dicein aCrapsgame. Theissue hereisan
electronic version of arandom number generator rather than the various types of otherwise randomly creating outcomes
on games. There are many kinds of random number generators. The objection of the state when they were discussing
random number generators in the context of the Chehalislitigation, and what became Appendix X, was the use of

random number generators as a characteristic of atraditional slot machine where a player inserted money and arandom
number generator determined an outcome. There was objection to that, but to say that the state has been against random
number generatorsis not accurate. Keno games use random number generators. They are electronic, but it’snot in aslot
machine or electronic gaming device environment, it’sin another environment. He noted there are many kinds of

devices, some of which are authorized to use electronics in the random number generation. Shufflemaster machines that
shuffle cards would be another example.

Commissioner Parker affirmed that what he has heard in terms of testimony is that the objection isto an electronic
random number generator, which means there’ sa computer chip that makes the devicework. He asked if Mr. Fleisher

had a comment in terms of that specific point -- is there a distinction to be made over an el ectronic random number
generator versus any other kind of random number generator? Mr. Fleisher responded that there are only distinctionsin
the way one hasto regulate them because the kinds of testing and security—the various things you want to do to be sure
the game is kept honest are very different than with adeck of cards. That’s more visual--it’s only from a technical
regulatory side that there are differences. Mr. Fleisher believed the issue that the tribes are raising is bringing electronics
into the game of Blackjack. He noted the Commission has an opinion from our Attorney General onthe issue and staff
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does not feel that merely having electronicsin the game of Blackjack would somehow also authorize standalone
electronic gaming devices.

Jerry Ackerman, Assistant Attorney General, affirmed the Commission has his opinionin writing. He pointed out that
it’simportant to remember that almost all games of chance use arandom number generator of sometype, be it
mechanical, be it human, or in this case, if the Commission choosesto allow it, it could be electronic. Theissueis, isthe
play directly against the random number generator? That’sthe vice of aslot machine. That’swhy slot machines are
illegal inthisstate. He noted that when he was asked to look at the regulations that have been proposed, and the
Digidea game, which the Commission saw demonstrated at the April meeting, the key was that the random number
generator |oaded a shoe—there was afinite number of cards, the cards were specific. The regulations contemplated one
or more decks of playing cards, and that’ s aregulatory issue. Once the random number generator |oads the shoe, those
cards arein the shoe in whatever order they arein and they come out one after another just asit doesin the Blackjack
gamethat everyoneisfamiliar with. The cards are shuffled, they’re put in order in the shoe and they’re dealt one at a
time. Theplay isagainst the cardsthat are in the shoe. The random number generator doesn’t spin each time the dealer
pushes the button and selects a card that will come out. Those are loaded, and that is similar to what takes placein the
tribal lottery machine, and it’ s the distinction that the parties were able to make to implement the Court’ sdecisionin
Chehalis. Therandom number generator creates afinite set for the tribal lottery machine and the machine is then played
and the numbers come out in the sequence that they were loaded into the finite set. If this had been presented to him as
direct play against arandom number generator, he would have reached a different decision about the Commission’slegal
ability to promulgate the regulations proposed. Because that is not the case, Mr. Ackerman believed the Commission has
the authority to make the proposed changes to the regulations. The statute says the gameisto be played with a standard
deck— the statute does not impose a restriction to the type of game that is being proposed. It’'s very important to
consider whether the game that’ s proposed (whether it's Digideal or some other game that may come down in the future)
involves direct play against the random number generator or whether the random number generator simply performsthe
function of the dealer shuffling cards and loading the shoe? Mr. Ackerman believed that was the key to what’ s being
talked about legally. The policy issues are not for him to speak to. They are legitimate concerns, but they are not legal
concerns. Mr. Ackerman commented that theissueisn’t alegal issue as much asit is an issue regarding the rules of the
game and how the Commission wishes to see the game played.

Commissioner Parker commented that as the rules of the game were described, they seem to describe a scenario where
oneis playing against the machine because the machine is the one that operates the rules. Mr. Ackerman responded
that the machine would be programmed to respond to whatever rules are created. Commissioner Parker commented that
it'savery fineline, between whether you’ re playing against the machine or whether you' re playing against the dealer.
Mr. Fleisher thought it might help to clarify the actual rule before the Commission -- because it’ s different than what the
machine might be ableto doif it were designed in aparticular way. The only rulesthat the Commission would be
amending, if the Commission adopts these, are the rules on cards and chips for Blackjack games. The other rulesare
aready out there--the internal controls of the casinos as well as the WAC rules, would not be changed by adoption of
theserules. All those requirementswould be in place -- the proposed rule before the Commission clarifies that by saying
that the system be operated by card room personnel, i.e. the dealer, and shall not be designed to allow the player to play
directly against the device. Without other changes—theinternal controls, the other rules of Blackjack and the various
reguirements for wagering and so forth are not changed by thisrule. The distinction is between what the rules require
and what some machine might be ableto do. Chair McLaughlin clarified that the Commission is only approving
whether the Commission allows the possibility of amachine like Digideal. They are not approving Digideal. Mr.

Fleisher affirmed.

Harold Chesnin, attorney for the Confederated Tribes of the Chehalis Reservation and for the Upper Skagit Indian

Tribe, believed it would be important to examine what’ s been said and to analyze things from the perspective of aslot
machine. He reminded the Commission that the Tribes participated in the Friendly Lawsuit and that the state’s
submissions to the Court with respect to what constituted a slot machine. The state’s position has always been that slot
machines areillegal in the state of Washington. Mr. Chesnin believed that if the Commission were to vote thisrule
change, then that would equate video Poker with a Poker deadler. Infact RCW 9.46.0240 specifically prohibits video

Poker and other types of video gaming. Thetribes are concerned, thisis not about the cards themselves— but the
representation of the cards, and that masks the ultimate issue, which is a sophisticated technological issue -- because this
isaslot machine by any other name. The tribes believe that, based upon the state’s prior position, that thisisa
standalone machine, which the state said in the Friendly Lawsuit was aslot machine. Thereisasingle table, and
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whether you have one person or six people, they are playing at aterminal. A random number generator located in the
machine and the placement of the chip in the standal one generator in the terminal creates a slot machine. Therewas a
large technological requirement of moving this chip out of the decision-making process and moving it out of what isthe
standalone terminal in thisgame. There was a question about coin in and coin out— when the player putsthe coinin, it
doesn’t look quite the same as dropping it in the slot, but he’s putting the coin in nonethel ess, and the gameis giving him
the coin back. When you couple that with arandom number generator, you move away from the traditional table game
concept. The state of Washington has determined that games set by dealers are legal and games set by electronic,
random numbered generators are video Poker or other video slot machines and fit the definition of avideo game and,
therefore, thereisadistinction. Thetribes did argue that there was no distinction, but we know from the federal courts
and we know from the settlement that a slot machineis not permissible. Mr. Chesnin affirmed the tribes oppose the
approval of the amendment.

Commissioner Ludwig said Mr. Chesnin mentioned coin in and coin out and that had nothing to do with the definition

of aslot machine. Mr. Chesnin responded that when they negotiated the settlement, as everyone will recall, while they
were talking about coinin and coin out, the tribes were ultimately required not to put coin in and coin out because that
was too much like aslot machine. He suggested that if the Commission wanted to change the definition of coinin and
coin out with respect to slot machines, the tribes might subscribe to that, however, at this point at least, that is against the
law. Commissioner Ludwig affirmed that was a negotiation issue, but it had nothing to do with the technical judicial
definition of what was prohibited. The judge didn’t have anything to do with that and the Commission negotiated that for
other reasons. Mr. Chesnin thanked the Commission for the opportunity to comment.

Michelle Hansen, attorney for the Suquamish Tribe, presented aletter and reported that the Suquamish Tribe, for the
same reasons that the other tribes have spoken to this afternoon, also opposes the adoption of these rules. She noted that
because thisisacomputer program, it is subject to manipul ation—the outcome could be manipulated, the use of the
dealer to push the buttons could be manipulated. Currently, the tribes spend alot of money to overseethe TLS. She
emphasized the state needed to recognize that the large amount of regulation and oversight would be agreat deal more
than the .7 FTE and the $9,000 in equipments costs indicated -- in order to make sure the machines aren’t tampered with
and that theinternal controls are very strong, otherwise a software program could be changed and the device could be
used for something different. Chair M cL aughlin affirmed the gaming laboratory would conduct the appropriate tests.
Ms. Hanson noted there’ s also some concern about the fact that the tribes have in fact paid for the startup costs of that
laboratory and the tribes aren’t perhaps getting that benefit if in fact it’s used for other devices aswell. The point the
Suquamish Tribe wanted to make isthat thisisreally aClass |11 machine and it isthe province of the State Legislature to
expand gaming in the state -- not through this kind of administrative rulemaking.

ChrisKealy, Cascade Gaming, believed everyone was confusing the wholeissue. He said he didn’t really care about
the electronic machine and he didn’t think he would install one. He believed the whole direction, or misdirection, related
to the random number generator. He asked the Commission to clarify that if they allowed these machines, they would
alow them in thetribal casinos aswell asthe non-tribal casinos? Chair McL aughlin, Commissioner Ludwigand
Director Bishop affirmed. KrisKealy verified there would be no particular distinction between tribal versus non-tribal.
Chair McLaughlin affirmed. Mr. Kealy noted if thiswas an expansion, it would be an expansion on both sides.
Commissioner Parker questioned if this kind of machine does not now exist in the non-tribal casino it could be viewed
as an expansion. Mr. Kealy agreed it could be viewed an expansion on both fronts and all fronts. Commissioner Parker
noted that the tribes have certain advantages in terms of the types of machines and types of gaming that they engage in
based on thiswholelegal history. Mr. Kealy believed that the tribes just didn’t want to see an equal opportunity sent out
at the sametime. Hedidn't think the device would be that popular or that it would have any impact, but he didn’t want
to see something doused or negated when it’s a safer way to regulate gaming.

Ken Hansen, Tribal Chairman, Samish Indian Nation, stated that although they are not a casino-operating tribe, they
enjoy revenues through having a compact with the state of Washington and leasing permits out to other tribal casinos.
He asked the Commission to set this issue aside because there needed to be more time dedicated to it. The Commission
needed to hear from more experts on the random number generators. He felt any action today would be premature. He
believed that if thiswas a slippery slope, or if thiswas an enhancement or an expansion of gaming, then it deserved a
very careful look. No one would be hurt if it takes another month or two to come up with a sound rational decision.
While the Samish Tribe opposes the approval of this machine, they would also ask the Commission to take as many
months as it takesto get the answers clearly resolved with neutral educators. Chair M cL aughlin asked if he knew of
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any people. Mr. Hansen said he did and the tribes would be glad to bring them forward just as he was sure the Digideal
people would be glad to bring forward a cadre of witnesses.

Larry Martin, Vice President of Digideal Corporation, Spokane, addressed the Commissioners and affirmed that he
spoke with Mr. Accomando for about an hour and was apparently unsuccessful in getting him to understand what the
digital card systemisall about. He noted that most of the people who spoke against the changes to the amendments to
the administrative code have clearly not seen a demonstration of the product. Mr. Martin felt they clearly havea
tremendous misunderstanding of the random number generator and how their products work. Without going through a
point-by-point description, he reiterated that the system devel oped and the prototype manufactured has been patented is a
digital card system. It'sasysteminitsmost simple form that shuffles, deals, and displays playing cardsin adigital
facsimile fashion. That’s what the game does—that’ s what the technology does. They chose Blackjack asthefirst game
to use with that technology because it isthe largest table game in the world. He affirmed that random number generators
are al over the gaming world. When you play a slot machine against a random number generator, you are playing
against that random number generator and it is programmed at either 85 or 90 or 95 percent—whatever the casino does

in terms of payout to the customer. The random number generator in the Digideal game shufflesthe cards. Once those
cards are shuffled in their order, they stay in order. The random number generator does not determine the next card. No
more so than the dealer does with their hands when they shuffle the cards, or no more than the Shufflemaster mechanical
shuffler does.

Mr. Martin said they have brought in the experts. They started with the experts at Gaming Laboratories International in
Denver, which isthe gaming lab that the state of Washington uses. That was thefirst place they went to for the testing of
their technology. To test the random number generator, Gaming L aboratories took Digital 21, put it on automatic play
mode and played it nonstop 24-hours aday for two weeks. They recorded every card in memory that was played. They
then printed out that memory, sent it to their officein New Jerseys, and analyzed it by hand to determine that the game
dealt randomly. It passed that test. It has passed similar testsin Nevada, with the South African Bureau of Standardsin
Johannesburg, South Africa. It has passed similar testsin Germany, Holland, California, and New Mexico. They are not
worried about the random number generator passing whatever test it is put up against. Mr. Martin said that if further
verification is needed, the computer used by Commission staff could go in at any time and print out every card that’s
been played since the last time the random number generator was started (which basically means the first time you turn
the machine on). It will show how many times the Ace of Spades was played, how many times the Two of Hearts was
played, the Jack of Clubs, and so on. Staff could see any game they produce and how the cards are being dealt
randomly. The technology isthereto do that and it’s been donein gaming laboratories everywhere.

Mr. Martin explained that the technology requires adealer. Their patent requires adealer. Once the cards are stacked
in the shoe, which hasfive buttons (deal, hit, stand, split, and double down), those six decks of cards are in that shoein
the exact order in which they were shuffled. The dealer simply implements the wishes of the player, no differently than
if the dealer was dealing by hand. When the dealer places abet— it isnot coin in and coin out—you give the dealer a
$100 bill and he will give the player $100 worth of chips, you then place the chips on the betting circle no differently
than one would do if they were playing on afelt table with paper playing cards. Whether the dealer deals by paper and
putstwo cardsin front of you or presses the deal button and the computer puts two cards in front of you, the cards are
dealt in the order in which they are shuffled. The dealer then |ooks at the player and asks what the player would like to
do. Based on the player’stwo cards, he then makes a decision and either through hand signals or verbal signals,
whatever the casino rules are, the dealer then implements the player’ s wishes

Mr. Martinsaid that one of the key elements that they present to peopleisthat when they developed this technology and
especially when they put it on Digital 21, on Blackjack, part of their objective was to keep the game as absol utely close

to paper card Blackjack as possible. Itisidentical to the paper card Blackjack except the cards are Digital and it adds up
the player’ s score. Itisinthe company’s self interest to do that because Blackjack’s the most popular table gamein the
world and they are not trying to reinvent the wheel. Mr. Martin addressed the rules and noted the game itself does not
haverules; it simply has amenu of rules from which the casino management can choose for their specific house rules so
the player is not playing against the rules of the game. The casino chooses what the rules are; the game ssimply
implements them for the dealer. The dealer does not necessarily have to know therules. The game will implement
whatever the casino management putsin as the rules of the game.

Mr. Martin pointed out that most of the speakers today acknowledged the advantage of their technology in terms of
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security and in terms of people not touching paper cards and the opportunity to handle paper cards and potentially fraud
the player. This computer islocked, the keys are in the casino manager’ s office, but if anyone even opened the door and
attempted to manipulate the green circuit boards, they would destroy the electronics and the game wouldn’t work. In
order to have any effect on the game, one would have to have the source code, they would have to be a programmer, they
would have to cut new circuit boards, and then gain access to the game to replaceit. He reminded the Commission that
staff could go into the game and find out how many times any card has been played and see the results. Right now it's
thelast 10 rounds that have been played, but if Washington wantsit to be the last thousand rounds that have been played
they can do that. It'sreal easy.

Mr. Martin appreciated Commissioner Forrest’s recommendation to invite the L egislators and other individuals who
have expressed concerns for ademonstration. Chair M cL aughlin pointed out that they had expected the ex officio
members to be here, but could not know at that time that the Special Session would still be underway. After asking for
and receiving no other public comments, Chair M cL aughlin closed the public testimony. Vote taken; the motion

passed with four aye votes.

9. Staff Report —BLEA / Special Agents
Robert Berg, Deputy Director, stated that prior to giving his update on this project, he wanted to report that the
Commission’s special agents do extremely well at the basic law enforcement academy. Two academy sessions ago, four
special agents graduated. Special Agent Tawan Pratt-Wieburg of the Tribal Gaming Unit was a squad leader and
initiated the class project. The basic law enforcement class must do a community service project during their academy
experience, and their project was to repaint and refurbish aKirkland pediatric urgent care clinic. The agency also had a
representative in the class who was the class treasurer, Travis Watkins, who also placed second in the class academically.
In the most recent graduating class aweek and a half ago, Mr. Berg noted that he had the honor of presenting a
certificate of basic law enforcement training to Special Agent, Jennifer DeSmith, of the Tacoma office. Ms. DeSmith
came to the Commission staff after working for the CIA and then went to the Criminal Justice Training Commission’s
basic law enforcement academy. While she was there she finished second academically and number one overall. Chair
M cL aughlin said she thought the commissioners would appreciate aletter being sent to all of these people
congratulating them. Mr. Berg said Director Bishop had done that on behalf of the commission.

Mr. Berg said that approximately three months ago he answered many questions about the basic law enforcement
training for our special agents. The agents currently within 9-18 months of employment attend the Washington State
Criminal Justice Training Commissions Basic Law Enforcement Academy. Thisisa720- hour academy lasting 18
weeks, and graduates receive a certificate of basic law enforcement training. They have great portability and police
departments are always trying to recruit individuals of that nature. The agency has been looking at what type of law
enforcement training isreally needed for the special agentsin order for them to perform their job. Asaresult of that,
staff had determined that there were some specific things they thought were important in the law enforcement training
and that information was shared with the Commission in Pasco. Mr. Berg said the purpose of this presentation isto
merely say that from that process, staff devel oped ateam to work on this project. Sherri Winslow, Special Assistant to
Director Bishop and former Deputy Director, is the team champion for thisteam. Other membersinclude Randy
Stegmeier, who is the commander of the Criminal Justice Training Commission’s basic academy, Leonard Junk,
supervisory special agent who is our training manager, and Jim Sawyer, who is the training manager for the Washington
State Liquor Control Board, Rick Phillips, who is the director of enforcement there and Sharon Tolton, deputy director
for thetraining commission. Thefirst meeting was conducted last Tuesday in Tacoma. It wasinteresting to review
what the interests are from the Training Commission’ s perspective, from the Liquor Board' s perspective, and from the
Gambling Commission’ s perspective. There were many, and the team istaking alook at where we are and where we
want to be. Thetrend in other limited law enforcement agenciesisto actually utilize the academy.

Mr. Berg commented that one significant piece of legislation of note, which has not had alot of public scrutiny, wasa
bill that changed the commissioning authority of railroad police officers in the state of Washington from the Governor to
the State Criminal Justice Training Commission. That’s not necessarily awatershed event, but what it’ s saying that
commissioning is moving towards those who train as opposed to independent authority to commission. The Department
of Natural Resourcesis planning to send their 12 enforcement unit officersto the Criminal Justice Training Commission.
Thefirst two Liquor Control Board officersin the history of that agency just recently attended the academy and there are
some competing interests in terms of what the Training Commission would like to see in terms of aregiment of training
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for al law enforcement officers versus the Gambling Commission looking at what our particular needsare. Theteamis
off and running and they have a December 31, 2001 timeframe to complete this project. It also tiesin with many other
initiatives, such as our FTE needs analysis, addressing what are the knowledge skills and abilities that special agents
need to do their job, what kind of people do we need to have doing those jobs, and how should they be trained.

10. Other Business/General Discussion/Commentsfrom the Public:
Chair McLaughlin called for comments from the public. There were none.

11. Executive Session to Discuss Pending Investigations, Tribal Negotiationsand Litigation:
Chair McLaughlin called for an executive session at 4:00 p.m. and announced that no further business would be
conducted.

12. ADJOURNMENT:
At 4:30 p.m. Chair M cL aughlin reconvened the meeting and declared the meeting adjourned until 9.30 am., June 15th,
2001.
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COMMISSON MEETING
FRIDAY, JUNE 16, 2001
MINUTES

Chair McLaughlin called the meeting to order on Friday, June 15, 2001, at 9:00 am., at the Maple Hall in LaConner. The
following were present:

MEMBERSPRESENT: COMMISSONER LIZ McLAUGHLIN, CHAIR;
COMMISS ONER GEORGE ORR;
COMMISSIONER CURTISLUDWIG,;
COMMISS ONER MARSHALL FORREST;
COMMISSIONER ALAN PARKER;

OTHERSPRESENT: BEN BISHOP, Director;
ED FLEISHER, Deputy Director, Policy & Government Affairs;
CALLY CASSHEALY, Assistant Director, Field Operations,
DERRY FRIES, Assistant Director, Licensing Operations;
AMY PATJENS, Manager, Communications& Legal Dept.;
JERRY ACKERMAN, Assistant Attorney General,
SHIRLEY CORBETT, Executive Assistant

1. EXECUTIVE SESSON:
Chair M cL aughlin announced that the commissioners would hold a one-hour executive session to discuss the executive
service search. At 10:10 a.m. the public meeting was reconvened.

2. MINUTES-May 10 & 11, 2001, Gig Harbor Meeting
The minutes of the May 10 & 11, 2001, meeting were approved as presented.

Amy Patjens said Governor Locke issued a proclamation that designated next week as Problem Gambling Awareness
Week. She reminded everyone that the National Conference on Problem Gambling is going to bein Seattle from the 21
through the 23", Director Bishop announced that Cindy Reed would be representing the agency at the meeting. Chair
McLaughlininquired if any of the Commissioners would be attending, and it was indicated that none were available.

Chair McL aughlin announced that because Commissioner Parker must |eave early, she would now address the election
of the Chair and Vice Chair for the 2001-2002 Commission meetings. She opened the nominations for the position of
Chairman.

Commissioner L udwig nominated Commissioner George Orr for the 2001-2002 Chair of the Gambling Commission.
Commissioner Ludwig noted that Commissioner Orr has been Vice-Chair for the last year, and that he has known Mr.
Orr from their days together serving in the Legislature. Commissioner Ludwig believed that Commissioner Orr would
do agreat job in chairing this Commission and the meetings because heisvery fair and very interesting. Chair

M cL aughlin called for further nominations. There being none, she closed the nominations and called for avote.
Vote taken; the motion passed unanimously.
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Chair McLaughlin called for nominations for the position of Vice Chair.

Commissioner Forrest nominated Commissioner Ludwig as 2001-2001 Vice-Chair of the Gambling Commission
because Commissioner Ludwig would be excellent backup for Commissioner Orr. Commissioner Parker supported
Commissioner Forrest’s comments and affirmed the agency had some very good leadership here. Commissioner

L udwig responded that since he had served in the position of Chair and Vice Chair, he would prefer to see another
member servein thisposition. Commissioner Forrest and Commissioner Parker indicated they were not in the
market. Chair McL aughlin called for other nominations. There being none, the nominations were closed. Vote taken:
the motion passed unanimously.

Former Chair McLaughlinasked if Vice-Chair Ludwig would like to conduct the remainder of the meeting in the
absence of the newly elected Chair, Commissioner Orr. Commissioner Ludwig deferred to Chair McL aughlin and
she accepted.

3. STAFF REPORT - LEGISLATIVE UPDATE:
Ed Fleisher, Deputy Director, addressed materials behind Tab 4 in the agenda packets. He reported that there has been
no additional formal action in the Special Session on legislation. However, abill has been introduced that staff wanted
the Commissionersto be aware of. Senate Bill 6193 was introduced by Senator Prentice and others at the request of the
RGA. It'snot expected that there will any formal action on this bill during the current legislative session, but Senator
Prentice introduced this bill primarily to get the gaming policy in the state of Washington on the table mainly in
anticipation of the hearings that the L egislature intends to hold over the summer. The bill’ sintent isto provide that the
charities and nonprofits, along with the for profit operators, have an equal and uniform opportunity to engagein all
lawful aspects of gambling equal to the tribes. The bill basically allows commercial licensees, in addition to the
activitiesthat they’ re already conducting, to conduct raffles, amusement games, and electronic pull tabs, which are
basically the same asthe existing Tribal Lottery System opportunities. It givesauthority to conduct contests of chance.
That isavery broad term in the statute. The bill isunclear exactly on the sponsor’sintent as far as Bingo. It doesn’t
specifically authorize the commercials to conduct Bingo, because it authorizes them to conduct any contest of chance,
Bingo would fit into that category. There are anumber of detailsin the bill that are going to haveto be clarified if it
starts moving through the process. Again, the purpose of the bill isto get the major policy question of uniformity in
gambling amongst the various sectors out on the table. Asfar asthe commercial operations, the bill also removesfrom
the statute the current requirements that the commercial licensee be primarily engaged in the sale of food and drink for
on-premises consumption and the requirement that it be acommercial stimulant.

Mr. Fleisher noted that asfar as social card games are concerned, the 15-table limitation in the current law is

mai ntained, but the other games of chance such as Craps, Roul ette, or Keno would be in addition to those games. On the
charitable, nonprofit side, in addition to the games, again, that they are already allowed to play, charities and nonprofits
would also be allowed to have the electronic pull-tab machines as well as the linked electronic Bingo machines (the

Class 1 Bingo machines). Thelanguage in the bill isbasically identical to the bill that was before the Legislature this
session on the Class |1 Bingo machines. The three-day limitation on Bingo is removed, so Bingo operations could run
seven days aweek. The current limitation on charities and nonprofits that their social card games be available for
members and guests only is not changed. Mr. Fleisher said that asfar as other contests of chance in the bill were
concerned, they would need some clarification.

Another thing the bill dealswith istaxes. Thelocal taxes on Bingo and raffles are limited to five percent of net win.
Punch boards, pull-tabs, and social card games are limited to 10 percent of net win as opposed to the current 20 percent
that the cities and counties can impose. The bill also adds a new state tax on the electronic pull tab machines of 10
percent of the net win on those machines, to be collected by the Department of Revenue, with an option for the local
governments to impose a5 percent tax which would be taken off the 10 percent state tax, so the total would still be 10
percent. Thereisalso aprovisioninthe bill to clarify the authority of local governments to zone gaming out of areas of
their jurisdiction if they so choose. There were several placesin the bill language requiring that the regul ations of the
Commission be consistent with IGRA. Although he understood the intent of what’ s being done, Mr. Fleisher noted that
asapractical matter, that areawould need some work. Trying to mix some of the requirements of IGRA don't

necessarily fit in the state regulatory environment.
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Commissioner Forrest asked if the Commission would be asked to supply information for afiscal note and what the

L egislature would do when they are financed largely by people the Commission regulate? Mr. Fleisher said that staff
has not been formally asked for afiscal note on thisbill asthere is probably not going to be a hearing this session. He
didn’t expect aformal request for one, but staff has talked to the legislative staff and Commission staff is already
working on fiscal estimatesfor thebill. We fully expect that when the |egisl ative hearings are held this summer, there
will be alot of questions on expected impacts. Asfar asthe cost to the agency, Mr. Fleisher believedlicense fees would
have to be adopted to cover the costs for regulatory and other activities, and those would be in addition to the new state
tax.

Commissioner Forrest asked if staff contemplated that this would bring a substantial number of new card room/mini
casinosinto play. Mr. Fleisher said staff is still working with that. If the bill passed aswritten, it would be a substantial
increase in gambling in the state of Washington. The house-banked card roomsin existence today would be allowed to
have up to 200 of the electronic pull tab machines, in addition to the card games they have now, aswell as games such as
Craps, Roulette and probably Keno. That would certainly increase the opportunities, and staff would expect to see alot
of expansion there. The other area staff islooking at, isthat the bill allows anyone that qualifies asafood and drink
establishment to be licensed for any or all of these games. Staff expectsto see what we've seen in other states-- alot of
operations where they wouldn’t have the table games, they would have up to 200 machines, but there would be alot of
taverns or restaurants with a small number of the machines. Staff expects a significant increasein the number of
licensees because of that, and we are looking at the number of pull tab operations we have in the state right now, as well
aslooking at other states that allow video machinesin their taverns and restaurants. By this summer, when the

L egislature holds these hearings, they’ re going to be real interested in the numbers. Staff will probably given them an
estimated range of numbers because it’s pretty hard to exactly predict the future.

Commissioner Parker said The Olympian ran a series on gambling in the past week and a question came out of the
interviews about what the real economic impact of the expansion of gambling might be. Commissioner Parker asked if
there had been any studies that analyzed the economic impact of the expansion. Ms. Patjens affirmed there have been a
few things done. In November of 1999, the Washington Research Council did quite a study on just the impacts of the
house-banked card rooms. The Office of Indian Affairs also conducted a similar study around the same time that lumped
in all the contributions of thetribes. They talked about having people who are making a better wage who have been able
to go out and make purchases and make some bigger contributions to the community through those purchases.
Commissioner Parker said he was familiar with the study that was done on the tribes. That study isjust a cash flow
analysis, it doesn’t really talk about the economic impact within the communities as far as the costs and the cash flow,
and that was what his question was addressing—have there been studies that address the cost benefit analysis? Mr.
Fleisher responded that heis not aware of any. He affirmed that both of the studies conducted |ooked more at the
positive economic benefits, the jobs created, and the multiplier impact. Director Bishop noted the American Gaming
Association also provided areport to the National Gaming Impact Commission that addressed similar positive aspects.
Commissioner Forrest believed thiswasreally alegidative responsibility and not a Gambling Commission
responsibility. Mr. Tull, Attorney, indicated that he would forward staff a copy of the GAO study, which addresses
some of these issues on anational level. It was published in July of last year and is a useful overview.

Mr. Fleisher indicated that Senator Prentice and her committee would very much welcome any of the Commissioners
coming forward this summer to give share their thoughts on the big policy issues, not necessarily the formal position of
the Gambling Commission, but asindividual Commissioners with some expertise in this area. (Commissioner Parker |eft
the meeting)

RULESUP FOR FINAL ACTION

4. Promotional Opportunitiesfor Charitable and Nonprofit Organizations:
WAC 230-20-125; WAC 230-30-106:
Cally Cass-Healy, Assistant Director, reported that WAC 230-125, Item 4(a) has language amended to increase the
number of promotional activitiesfrom 12 to 18 annually. Language was also added so that Bingo operators can now
offer an unlimited number of discount coupons for their games.

WAC 230-30-106 Item 4(b) will now allow nonprofit licensees to offer happy hour pull-tab games and thisis agame
where prizes may beincreased under certain conditions. Therule change allows all pull-tab operators, including

WSGC Meeting, La Conner
Adopted Minutes

June 14" & 15th, 2001
Page 16 of 16



charitable and nonprofit organizations, to offer these games. However, nonprofit organizationswill be limited to one at a
time due to staff concerns about tracking proceeds. There were no questions. Chair McL aughlin called for discussion.
There was none.

Commissioner Forrest made a motion seconded by Commissioner L udwig to adopt the proposed changes to WAC
230-20-125 and WAC 230-30-106. Chair McL aughlin opened theissue for public testimony. There was none and the
public testimony was closed. Vote taken; the motion passed unanimously.

Ms. Patjens noted that staff is asking the rule become effective 31-days after filing. Commissioner Forrest and
Commissioner Ludwig concurred with the amendatory lanquage.

5. Card Rooms;
WAC 230-08-027, 230-08-090, 230-12-072, 230-12-073, 230-40-050, 230-40-120, 230-40-500, 230-40-630, 230-40-
833, 230-40-055, 230-40-610, 230-40-803, 230-40-805, 230-40-815, 230-40-820, 230-40-825, 230-40-625, 230-40-830,
230-40-840, 230-40-865, 230-40-870, 230-40-875, 230-40-885, 230-40-895 and 230-40-505:

Ms. Cass-Healy, Assistant Director, reported that staff is requesting that WA C 230-40-803 - Phase |1 Wagering Limits
and WAC 230-40-455 on card games promotions be held over. She addressed the changes contained in Agenda ltems
5(a) through 5(i) and affirmed they include housekeeping changes of one nature or another. They include
reclassifications from Chapter 8 to Chapter 40, the addition of headers, correction of references and, in acouple of rules,
splitting them out between nonprofit and commercial requirements.

Item 5(j) WAC 230-40-055 Card tournaments for fee and prizes.

Currently, operators may charge a player amaximum of $50 to enter atournament and they also offer entry into a
tournament based on free tournament card play under subsection 7 aslong as they do not exceed the $50. Language was
added so licensees that utilize the rake method to assess fees may qualify tournament contestants based on time played,
not money spent. Also, because tournament rules are available at the establishment, it is proposed that they also not be
reguired to be listed in the advertising. Thiswill help reduce an operator’s advertising costs and it also tends to be
redundant. Since the last meeting some changes were made. In subsection 7, staff simply deleted the term “freeroll”
which tended to confusethe fact that what is meant was a customer appreciation tournament. In subsection 11 thereis
language that allows the operators to conduct tournaments identical to those previously approved without Commission
staff approval. There were no questions.

Item 5(k) WAC 230-40-610 Player Supported Jackpot (PSJ).

There is alanguage amendment in subsection 3 to clarify that interest earned on PSJ fundsis considered player money
and licensees have no vested interest in them. Language was also added to clarify that licensees shall not deduct any
fundsin excess of 10 percent administrative fee to cover banking fees. After the April meeting, language was added to
subsection 5 requiring jackpots to be paid out within 24 hours to make it more consistent with the requirements for
Progressive Jackpot payouts. Additionally, the requirement that the winner initial the form has been removed from
subsection 5(b)(8), which means the winner’ sregister. Finally, under subsection 9, staff addressed a petition by Mr. Lee
Taylor that was submitted last year. Staff worked with Mr. Taylor to incorporate some of hisrequested changes-- asa
result, licensees that discontinue a PSJ, must now distribute PSJ funds back to players within 60 days in a tournament
offering the same type of game under which the PSJ was established or an approved promotion. Mr. Taylor agreed the
PSJ funds could be forwarded to the Council on Problem Gambling if a card room closed, aslong asit was posted for
licenseesto see. Commissioner Ludwig asked if the rule provides what would be posted from the inception of a
particular jackpot. Ms. Cass-Healy affirmed. Commissioner Ludwig advised that he was still concerned about
somebody passing through some other area where there’ s a house-banked card room and participating or getting
involved in player-supported jackpot, moving on, and then a notice goes up. He thought every player should either have
actual or constructive notice. Ms. Cass-Healy asked if staff needed to add language into the record to address that. Ms.
Patjens cautioned that if anything isadded, we should bereal clear. Ms. Cass-Healy advised it would fall under 9(c),
under posting rules. She suggested something along the line that the licensee shall conspicuously post a sign statinghow
PSJ money will be distributed in the event a PSJis discontinued or the business closes and then add a sentence that the
sign must be posted from the inception of the PSJ. She asked if that would cover Commissioner Ludwig’ s concerns and
Commissioner Ludwig affirmed.
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Ms. Cass-Healy said Item 5(I) WAC 230-40-803 is the Phase || Wagering Limit Rules and staff is requesting that it be

held over. Staff initially amended it to define the six months of operation for the purpose of approving licensees for
Phase Il limits. There have been some wordsmithing changes and then staff added language to clarify the processfor
bringing a Phase |1 request before the Commission or for declining to forward the request. Subsequently, staff
experienced some confusion regarding the circumstances under which alicensee can sell all or a portion of their business
or close for remodel then reopen under Phase |1 limits. Staff isrequesting this rule be held over to consider

modifications under subsection 6.

Item 5(m) WAC 230-40-805 Progressive jackpot prizes.

In subsection 2(a) language was added to state that jackpot prizes of $5,000 or less shall be paid out immediately. For
prizes over $5,000, a minimum of $5,000 must be paid immediately and the remaining balance paid by check within 24
hours. Thismonth, staff added a proviso that a check shall be issued for the entire balance within 24 hours at the
player’srequest. They may request the whole balance by check within 24 hours. In subsection 2(c), a statement was
added (at some licensees’ request) to clarify that seed money not initially taken from Gambling gross recei pts may be
removed from the jackpot fund without being recorded as gross receipts aslong asit’s properly recorded in the records.
Thisvoidsaform of doubletaxation. There were no questions.

Item 5(n) WAC 230-40-815 House-banked card games.
The substantive change in thisrule is an addition under subsection 5 to clarify that licensees shall inform their employees
of theinternal controlsrelated to their job and ensure the internal controls are followed at all times.

Item 5(0) WAC 230-40-820 is arecommended repealer.
Both staff and the industry feel that oversight provided by the Gambling Commission is adequate and this will eliminate
some redundancies in the regulation of the card rooms.

Item 5(p) WAC 230-40-825 Closed circuit television system requirements.

Surveillance requirements were placed under two different rules for Class F and house-banked card rooms for clarity.
This particular rule applies to house-banked card rooms and has been totally rewritten for clarification and to gain
consistency among all surveillances operated in those card rooms. It concentrates on the capabilities as opposed to
specific requirements such as the number of cameras. Areasincluded in thisrule arerequired: camera coverage,
monitors, and recording equipment. Activitiesto be taped: surveillance procedures and documentation. The change
made sense the last meeting. Subsection 11 was amended to clarify the procedures for dispute resolution at the request
of some of thelicensees. It was rather vague so they did add clarifying language. Ms. Cass-Healy read one additional
change into therecord. The second sentence of subsection 11 currently reads “in these circumstances’. She proposed
striking those words and adding the word “ otherwise.” Thiswill clarify that the burden isindeed on the licensee to
provide any action taken was warranted if there are violations of thisrule. Otherwise, all disputes will be resolved in
favor of the player.

Item 5(g) WAC 230-40-625 Closed circuit television system requirements for Class F card rooms.

Asin WAC 230-40-825, subsection 9 in this rule was amended to clarify procedures for dispute resolution and Ms.
Cdly-Cass Healy again requested a change in the wording in the second sentence to strike “in these circumstance” and
add “otherwise.” Ms. Cass-Healy pointed out that in the last part of WAC 230-40-825, the last sentence in subsection
11 should read “areview by the Commission staff may be requested if the licensee feels circumstances warrant.

Item 5(r) WAC 230-40-830 Cashiers cage.

Thisrule allows house-banked card rooms which offer Poker gamesto sell a chip through an imprest window at the main
cage or in another location approved by Commission staff. Thissimply allowsthe licenseesto operate their Poker room
in amore efficient manner while assuring accountability.

Item 5(s) WAC 230-40-840 Drop off collection method

Allows counting membersto remove drop boxes from the gaming tables under the supervision of security. If the card
room entrances and exits are locked. Furthermore, licensees are now allowed to store empty drop boxes on gaming
tablesif surveillance cameras tape the boxes and tables, when the card room was closed.
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Item 5 (t) and (u) are both WA C 230-40-865 and WAC 230-40-870
These are being amended to allow alicensee’ s securities officers access to the fill credit machine with the sole purpose
of clearing paper jams within the machine.

Item 5 (v) WAC 230-40-875 Closing gaming tables.
The change simply clarifies how alicensee handles voided closing documents.

Item 5(w) WAC 230-40-885

Ms. Cass-Healy read another change into the record regarding the introductory statement. She explained that when the
two rules were separated, atypographical error occurred in the first sentence. “ Card rooms that offer house-banked card
games and the words (or that utilize the drop box collection method WA C 230-40-050) should be stricken. The intent
was never to impose these requirements on every Class F licensee that may have one PSJwith adrop box. Subsection 8
outlines the count requirements for non house-banked card rooms. Language was added after the last meeting in 5(h) in
order to provide the licensee with more flexibility in conducting their count procedures, yet still allow agency staff to be
comfortable with the controls over the process. In other words they are allowing the accounting staff to record the
win/loss information.

Item 5(x) WAC 230-40-895 Key control procedures.

This simply defines key lock mechanisms that can be used in the operation of house-banked card rooms and clarifies
which keys each department must maintain. It was also amended to reflect the required separation between security and
surveillance departments.

Item 5(y) WAC 230-40-505.

This rule was added when the house rules were split between two rules WA C 230-40-500, which is Item (g) in the
housekeeping section, and WA C 230-40-505, between the nonprofit entities with card games and the commercial
stimulants with card games. This rule appliesto the commercial stimulants. Also the requirements for developing and
posting rules of play for the two different types of card rooms are completely separate. Chair M cLaughlin asked if
there were any questions.

Commissioner L udwig made a motion seconded by Commissioner Forrest that the Commission adopts the rules set
out in Agenda Items 5(a) through 5(y), as amended, except for 5(1), as with an effective date 31 days after approval.
Chair McLaughlin opened the meeting for public testimony.

Bob Tull, Attorney for the Recreational Gaming Association, advised that at the meeting in Gig Harbor, he asked
Director Bishop and this Commission for the opportunity to attempt to refine some of the questions then remaining with
this package. With Director Bishop’ s direction and with the Commission’s consent, RGA staff met with Director

Bishop, Mr. Berg, Mr. Fleisher, Ms. Cass-Healy and Mr. Wittmers and submitted their list of issues which gave the staff
achanceto prepare and respond. The result of that meeting was an extremely thorough discussion of the issues from
both sides. The result was avery comfortable feeling that there would be some re-submissions by the industry and that
staff would continue to refine afew things. The general product of all those discussionsis set before the Commission.
Mr. Tull said that on behalf of the RGA, he endorses the recommendations that have been made by staff today with
respect to therevisions. Theindustry thinks they are appropriate and helpful. There are still acouple of areas where the
industry isstill working with staff to come up with some additional ideas on how to simplify tournaments and their
regulation in the future. They want to be sure that they don’t move forward prematurely and overlook the input of
different members. Mr. Tull affirmed the packet before the Commission has received the additional discussion, debate,
and refinement that industry asked for. The industry isvery appreciative of the efforts of the WSGC staff and of thetime
that the Commission has allowed for this. The RGA supports the package at this time and hopes the Commission will
adopt them.

Commissioner Forrest congratulated staff and the industry and its representatives for being able to work a number of
the details that are puzzling to the Commission at best, and sometimes almost incomprehensible.

Delores Chiechi asked what the effective date of the rules package would beif passed and was informed that it would be
31 days after approval. There was no other testimony, and the public hearing was closed. Vote taken; motion passed
unanimously.
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RULESUP FOR DISCUSS ON

6. Card Room Promotions:
WAC 230-40-897 and 230-40-455:
Cally Cass-Healy, Assistant Director noted WAC 230-40-897 defines the requirements for house-banked card room
promotions. Because of several policy issues that have come about regarding card game promotions and, in essence, all
gambling activitiesin promotions, staff is requesting this rule be held over for further discussion. The commissioners
concurred with that request.

7. Petition for Rule Change by Richard Walker and

8. Petition for Rule Change by Daniel Blagovich:
WAC 230-04-202:
Amy Patjensreminded the commissioners that last month a petition was submitted by a company named Wild Bill’s
which runslimited fund raising events and recreational gaming activities. They are asking that the Commission consider
decreasing the fees and proposed a fee of $50 which would be closer to what is used in Oregon. The law authorizing
limited fund raising events was passed in the 2000 | egisl ative session and allows the charitable organizations to hire
equipment distributors and their employees to put on these events. They’re only using scrip and then also giving away
merchandise as prizes rather than cash. The petitioner isthe type of provider that would have the people at the event as
well as providing the equipment. Our current feeis $339. The petitioner felt that thiswas too high and that may be the
reason why there have been so few of these events. Staff does not support a $50 license fee because that will not cover
thelicensing or regulatory costs. Additionally, with the Initiative 601 limits, if we decrease alicense fee too much and
find out that it’ s not sufficient, we are limited on how much it can be raised, and we know at the outset that the $50 fee is
not going to be sufficient. Ms. Patjens noted that Wild Bill’ s entertained a fee of approximately $100. After the last
meeting, Cally Cass-Healy and Derry Fries further evaluated what needed to be done on the licensing end of the
application and on the regulation end. Staff came up with a$150 license fee alternative, which comes pretty close to
meeting the petitioner’ sreguest. Thiswould decrease the fee from $339 to $150 for an organization'sinitial fee, and
then adding new renewal language so that if there is an organization has already been licensed for the activity, then their
feewould be reduced to $100. Ms. Patjens explained that when staff does an initial evaluation of an organization, more
staff timeisrequired. Staff must double check that they meet the charitable organization or nonprofit requirements as
well asthe criteriafor an organization conducting gambling activities. Simply having a501(c)(3) designation isn't
enough; staff needs to double check that there are 15 voting members and etc., so staff is recommending this alternative
be discussed further.

Ms. Patjens noted that Mr. Friesalso looked at the agency fees for traditional fund raising events--such as a nonprofit
organization putting on a Reno Night where people can play with real money. There have been very few of these events
and staff believed they could also reduce that fee when organizations are renewing alicense. Theinitial fee needsto
remain at the $339 or $571, depending upon how many hoursthe event lasts. Staff felt they could reduce the renewal fee
from $339 to $200 for events that go up to 24 hours, and then reduce the fee from $571 to $350 for those organizations
that are doing these fundraising events for up to 72 hours. In the past two years there have only been 10 of the traditional
fundraising events and one limited fundraising events. Ms. Patjens said staff asks the Commission to consider these
alternatives, but does not support the original petition proposal submitted by Wild Bill’s.

Commissioner Forrest asked how thisrelated to Agenda ltem 8 and the request for change by Mr. Blagovich, or if this
would deal with both issues? Ms. Patjens responded that is what staff would be asking for. Mr. Blagovich's operates
West Coast Casino Parties, which is the same type of company as Wild Bill's. Ms. Patjens affirmed there are three
options with both petitions. One would be to deny the petition, the other isto file an alternative, or the third isto initiate
the rulemaking process as the rule exists. Commissioner Forrest asked if they were, in effect, saying that the
Commission has dealt with this problem if the ruleis adopted? Ms. Patjens affirmed, adding that if the Commission
votesto file the alternative to the rule, staff would advise Mr. Blagovich that is the option the Commission chose, rather
than initiating rulemaking on what Mr. Blagovich submitted. Commissioner Forrest asked what she thought the
Commission ought to do. Ms. Patjens responded that staff recommends that the Commission consider the alternative
instead. Staff does not support the petition from Mr. Blagovich for the same reasons that they didn’t feel they could
support the petition from Mr. Walker. Commissioner Forrest said they should just file the alternative and then dispose
of both petitions. Ms. Patjens affirmed.
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Chair McL aughlin said she understood the $339 reflects the cost for the agency to do the job. She asked how that fee
could be lowered by $250. Director Bishop advised thisis creating a new activity. Previously, the activity wasrolled
in under aregular fundraising event, which was for 24-hour periods, played with cash. What they have done now isa
limited six-hour event that is under the scrip criterion. Staff changed their thinking on what this type of event was and
shortened the hours considerably.

Commissioner Forrest said they have already filed the Walker petition, and by adopting the alternative, they would
then also be telling Mr. Blagovich an alternative was adopted. Mr. Ackerman affirmed it would be amotion to file the
aternative. Chair McLaughlin asked if the Commission already filed the rule, why can’t they just amend it? Director
Bishop believed they could do that, however thisis a substantive change. Adding a new function and changing the fees
on the other two functions would change the entire makeup of the fundraising event. Director Bishop said staff would
ask that this be filed as an alternative in addition to the petition from Mr. Blagovich. Mr. Ackerman explained that if
the Commission adopts staff’ s recommendation, the Commission will be filing the alternative and the alternative
becomes the response to Mr. Blagovich’s petition. They have three options and the Commission is selecting an option
and Mr. Blagovich would be notified that in response to his petition, the Commission has chosen to file an alternative
that the Commission has selected. Mr. Blagovich gets aresponse and this will then be on the calendar for the next
meeting for further consideration. Thiswould be a motion to adopt the alternative proposed by staff.

Commissioner Forrest made a motion seconded by Commissioner L udwi g that staff’s prepared alternative be filed.
Vote taken; the motion passed unanimously. Chair McL aughlin opened the meeting for public testimony for or against
the alternative on the rule change.

Nick Peck, Vice President for The Friends of Fort Vancouver, a 501(c)(3) charity, noted that although they have not
used any of these limited fundraising eventsin the past, he would submit that perhaps one of the reasons is because of
what appears to be a steep cost. He urged the Commission to keep the question open for aslong as possible for further
examination. He submitted the thought that the tight controls the public needs to seein place for protection might be
very well served by licensing the actual operator rather than atight examination of federally-registered 501(c)(3)
charities that would stand to benefit from these activities. Thereisthe Commission’s system of controls and a charity
could submit its letter of determination from the IRS and its authority to operate in the state of Washingtonas a
corporation. Chair McLaughlin pointed out that the Commission already licenses the person that puts on the event for
the 501(c)(3). Mr. Fries and Ms. Patjens affirmed. Mr. Peck said that he hoped the Commission would simply keep the
guestion open for further thought. While he appreciated staff’s need to recover the costs of licensing, it becomesa
difficult situation where such thorough diligence in investigating a 501(c)(3) charity makesit prohibitive in terms of cost
for that same 501(c)(3) to even approach the Commission for alicense -- especially when the Commission has very strict
safeguardsin place when licensing the actual operator who conducts the events.  If the 501(c)(3) is conducting araffle
itistheir own staff that handled the event, they are managing and staging the event. In this other circumstance, you have
aprofessional organization that is contracted and licensed in its own right that becomes the fundraising agent for the
charity and their operations are subject to the intense scrutiny that is required to protect the public.

Commissioner Forrest asked if thisis anissue of whether the Commission is having a duplicative investigation that
should be satisfied by their meeting IRS requirements? Director Bishop said the IRS requirements are just that—to
gamble in Washington requires that one not only be a bona fide charitable nonprofit organization, but they must also
meet other requirements such as have at least 15-members, have been organized and operating for at least 12 months.
These were all safeguards that were put in the statute to prevent fly-by-nighters from and registering with the Secretary
of State. The RS quite honestly doesn't careif there is one member or 15 members. They really care about whether the
organization is going to be able to avoid tax payment. Commissioner Forrest said the Commission’sfeeisreally
calculated to reimburse them for the additional costs of satisfying that the organization meets the Commission’s
reguirements in addition to meeting the IRS requirements. Chair McL aughlin asked if anyone el se wished to testify.
There were none and the public testimony was closed. Vote taken; motion passed unanimously.

9. Other Business/General Discussion/ Commentsfrom the Public:
Chair McLaughlin asked if there were any additional public comments. There were none.
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10. Adjournment
With no further business, Chair M cL aughlin commented that she enjoyed serving as Chair this past year. She
announced that she had been reappointed by the Governor to serve for another six years on the Gambling Commission,

and that she was very pleased. Commissioner Forrest responded that Chair McLaughlin had served a great term as
Chair and Commissioner Ludwig agreed.

Chair McL aughlin adjourned the meeting at 11:35 a.m. and announced the next meeting would take place in Y akima on
July 12" & 13"

Minutes submitted to the Commission for approval by:

Shirley Corbett
Executive Assistant
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